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variety of forms that have been issued and certain anomalous cases 
that resist any reasonable classification. Owing to this confusion no 
single statement can be made regarding all bonds as a class to which 
some exception cannot somehow and somewhere be found. There are, 
however, certain general characteristics of bonds to which most issues 
conform, and which, if absent, lead one to regard the case as an ex- 
ception. There are other characteristics which may or may not be 
present, such as the privileges of redemption and of conversion into 
stock, which are not sufficiently unusual to render the issue in which 
they belong an exception, but which are sufficiently unusual to require 
special comment. It is the purpose of the present chapter to describe 
certain general characteristics of bonds, reserving for the next a 
description of the varied standard forms [pp. 17-18]. 

One shortcoming of the work should certainly be remedied in a 
revised edition: the lack of an index of companies referred to in 
the text and in the footnotes. Never before has there been available 
to the student of private finance such a rich collection of illustra- 
tions from American corporate history. A careful, indexing of these 
illustrations would add to their value an amount far in excess of the 
extra cost of printing. 

James C. Bonbright. 

Columbia University. 

Bank Credit. By Chester A. Phillips. New York, The 
Macmillan Company, 1920. — xiv, 374 pp. 

As stated by the author himself, the purpose of this book is : " to 
develop the principles of bank credit in the abstract, and to set 
forth the main factors underlying the loans made, the credit extended, 
by banks to borrowers." It will thus be observed that Professor 
Phillips narrows his study in general to banking operations, excluding 
those considerations which have to do with the relations of banking 
to the broad process of wealth-production. 

The mechanical organization of his book reflects Professor Phil- 
lips's purpose. There is a brief general introduction in which he 
sketches the nature of bank credit and the legitimate scope of its 
extension. But the main body of the book is divided into two parts, 
the first dealing with the "quantitative", the second with the 
" qualitative " aspects of bank credit. Throughout, as already indi- 
cated, the interest centers in technical banking operations, the im- 
portant questions answered being : how much credit can a bank ex- 
tend ; and what are the conditions under which such credit may be 
safely extended. Numerous as are the implications of such ques- 
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tions, Professor Phillips appears to have overlooked nothing of im- 
portance. 

The material relied upon by the author in his study is that which 
has accumulated in great volume in banking and trade periodicals, 
records and proceedings of bankers' conventions etc. Professor Phil- 
lips must have worked with great diligence to supply himself with 
data bearing on all the points discussed. It must be noted in this 
connection, however, that the study is based on American banking 
practice, and that it has the advantages as well as the limitations of 
an almost exclusively American viewpoint. 

The ground covered by Professor Phillips can be clearly indicated 
by noting his chapter headings. In Part I the six chapters bear, in 
order, the following titles: the nature of commercial banking; the 
philosophy of bank credit ; interrelations of cash, loans and deposits ; 
surplus in relation to loans, deposits and reserves ; and bankers' banks 
and credit extension. Part II is considerably longer and contains 
seventeen chapters. The first chapter in this part sketches the 
changes that have been introduced in recent years in our bank credit 
arrangements. Then follow three chapters dealing comprehensively 
with the borrower's statement. Chapter XI (the fourth in Part II) 
deals with the investigation of credit risks by banks; chapters XII 
and XIII cover secured loans and overdrafts. Chapter XIV is de- 
voted to the loans of country banks with the special problems that 
they present. Chapter XV covers the interesting topic of inter-bank 
loans. Chapter XVI is of special significance to American students 
because it supplies a wealth of important material bearing on the 
commercial-paper houses and their peculiar function in the American 
system. And, of course, no American treatise on banking could be 
complete without at least one chapter on banking supervision. This 
is Professor Phillips's theme in chapter XVII. In the appendix is 
found a complete list of well-organized questions, exercises and prob- 
lems, which are bound to win the approval of the busy instructor, 
and these teaching aids are followed by certain approved forms which 
are also of illustrative value. 

Professor Phillips's special contributions are to be found in con- 
nection with his emphasis on the distinction between the individual 
bank and the banking system when discussing the relation between 
credit and reserves; in his review of the changes in our credit ar- 
rangements ; and in his interpretation of the activities of the commer- 
cial-paper houses. A word or two further should be said concerning 
the first point here noted. In Chapter III, to which Professor Phil- 
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lips has given the possibly misleading title of " the philosophy of 
bank credit " (misleading because " philosophy" connotes something 
considerably broader than that which Professor Phillips has really 
essayed in this chapter), he criticizes what he regards as the tradi- 
tional theory of bank credit because of its assumption that the indi- 
vidual bank can expand its credit, on the receipt of additional cash 
reserves, to the full amount permitted within the limits of any given 
reserve percentage. The ordinary statement is that when, on a basis 
of ten per cent reserve requirements, for example, a bank gets $1000 
in new cash it can expand its credit (including the original deposit) 
to a total of $10,000. The author contends that this is wrong. 
Owing to the relations that obtain between banks in modern ex- 
change a bank is bound to lose most of this cash to others. Just how 
much the individual bank can expand its credit Professor Phillips 

c 
works out in a very useful formula, x = kr , t k ("where x equals 

the loan expansion, c the surplus reserve, k the ratio of the deriva- 
tive deposits to loans and r the cash-deposits ratio"). Inter-bank 
relations tend to force cash out of the receiving bank and into other 
banks, and hence it is the system as a whole rather than the original 
receiving bank which utilizes the full possibilities of the new cash. 

Without wishing in the least to disparage Professor Phillips's con- 
tribution in the development of his formula, it must nevertheless be 
stated that he is a little too hard on the " traditional view " in 
his criticism. On page 76 he states that " the old contention that 
no cash would be lost by the bank that increased its loans, under the 
conditions given, that counter-claims would still balance, was the 
fruit of confusing the operations of a bank with the operations of a 
banking system." No writer contends that no cash would be lost, 
but most writers have hitherto separated the treatment of the indi- 
vidual bank, which for purposes of clearness has usually been looked 
upon as an isolated phenomenon, from the treatment of inter-bank 
relations. Professor Dunbar in his well-known classic on banking 
pointed out how the necessity of meeting debit balances in the clear- 
ings acted as a check on the individual bank in its policy of expan- 
sion. If, however, it were demanded that at the outset the whole 
banking system be envisaged in considering the credit possibilities of 
new cash reserves it would suffice to assume that all the banks ob- 
tained at a given time equal additions to their reserves. This would 
still be less useful than Professor Phillips's formula which allows 
for possible reserve differences etc. ; in the main, however, it would 
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meet his criticism. A question arises in connection with the for- 
mula itself. Does the formula not represent the final state for the 
individual bank, and does not the process of losing the cash involved 
imply an intermediate credit extension in excess of the amount per- 
mitted by the formula? 

In any event it must be conceded that Professor Phillips has writ- 
ten a very useful book for students of American banking. Its chief 
field of service will probably be in classes in schools of business, in- 
stitutes of banking and similar institutions. At the same time every 
business man will profit by studying it. Professor Phillips writes 
forcefully and clearly, and his instincts for good teaching lead him to 
adopt certain aids in printing and arrangement that are of much help. 

E. E. Agger. 
Columbia University. 

Labor and the Common Welfare, By Samuel Gompers. 
Compiled and edited by Hayes Robbins. New York, E. P. Dut- 
ton and Company, 1919. — ix, 306 pp. 

Labor and the Employer. By Samuel Gompers. Compiled 
and edited by Hayes Robbins. New York, E. P. Dutton and 
Company, 1920. — vii, 320 pp. 

Books which bear the name of Mr. Gompers must be appraised in 
borrowed values. At best it is hard to separate the merit of the 
printed word from the reputation of the author. In this case it is 
both unnecessary and unjust. Mr. Gompers has never set up as a 
professed maker of books, and these volumes are the incidental by- 
product of ventures far more exciting than literary labors. By 
reader and reviewer alike they will be endowed with the values 
which lie in the personality and accomplishments of their composer. 

If this be so, the degree and quality of their merit depends upon 
the position accorded Mr. Gompers. Some think of him as a pio- 
neer who " has taught us how to make the industrial and wage 
system meet the demand for a rising standard of living", and in 
the events of the last forty years give first place to " the industrial 
statesmanship of Samuel Gompers ". They will assess the volumes 
highly. Others assert that his place in the labor movement has been 
conspicuous, rather than significant, and insist that the sprawling 
character of trade unionism has given to his office of president of 
the American Federation of Labor an importance that is merely 
ceremonial. They will rank his published work much lower. But, 



